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Bowing to pressure from the Mexican Congress, the government's savings protection institute
(Instituto de Proteccion al Ahorro Bancario, IPAB) has postponed the sale of the government's share
in Corporacion Internacional de Transporte Aereo (Cintra) until later this year. The IPAB expects
to obtain US$600 million from the eventual sale of the government's share of Cintra, the parent
company for Aeromexico, Mexicana, and several other smaller airlines.
The agency acquired a 63% share in Cintra in a debt-for- shares swap with a consortium of
commercial banks in 1995. The banks had assumed control of Cintra's predecessor, heavily indebted
Aerovias de Mexico, but could not afford to keep their ownership in the holding company because
they were going through their own financial crisis.
In September 2000, the government's anti-monopoly commission (Comision Federal de
Competencia, CFC) ruled that the government would have to break Cintra apart and sell
Aeromexico, Mexicana, and the other small airlines as separate units (see SourceMex, 2000-09-20).
Even though the sale of Cintra was begun during the administration of former President Ernesto
Zedillo, the plan has been strongly endorsed by President Vicente Fox.

Congress opposes separate sale of two major airlines
But Fox has strong resistance in the Congress, which fears that a breakup of Cintra could weaken
the strong financial position of one or both of the airlines and eventually result in the loss of jobs.
The two airlines employ a total 14,000 workers. In separate resolutions passed in April, the Senate
and the Chamber of Deputies asked the Fox administration to suspend the sale of Mexicana and
Aeromexico as separate units and study alternatives to keep Cintra as a single entity.
Rather than face a nasty fight with the Congress, the Fox administration decided to comply with
the request. "Our commitment [to delaying the sale] will last six months, or until the authorities
establish the general guidelines for the aviation sector, whichever comes first," IPAB director Julio
Cesar Mendez and IPAB assets director Gustavo Castillo said in a letter to Congress. In 1999, Cintra
reported revenues of US$2.7 billion and operating profit of US$190 million. The trend appeared to
continue in 2000, with sales continuing to climb in January- September, although revenues dipped
slightly during the period.
The opposition to the government's plan to separate Aeromexico and Mexicana during the Cintra
sale is led by the center-left Partido de la Revolucion Democratica (PRD) and the long-governing
Partido Revolucionario Institucional (PRI), although some members of Fox's center-right Partido
Accion Nacional (PAN) also oppose the plan to sell the two airlines separately. PRD Deputy
Alejandra Barrales, who is also director of the flight attendants union (Asociacion Sindical de
Sobrecargos de Aviacion, ASSA), has introduced a resolution in the lower house to designate
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aviation as an industry "strategic to Mexico's national interest," which would force the government
to continue to support the airlines.
A similar measure is under consideration in the Senate. "The lack of a long-term vision for Mexican
aviation makes it impossible to know with any measure of certainty whether it is best to sell the
assets of Cintra as one unit or separately," said a joint statement from PRD, PRI, and PAN senators.
In any case, the Mexican government would have to hold on to some shares of Cintra and/or
Mexicana and Aeromexico, since no Mexican investor has come forward as a potential buyer. Under
Mexican law, foreign buyers would be restricted to a 25% share in either Cintra or one of the two
major airlines.
US carriers Delta Airlines and United Airlines, which have marketing relationships with
Aeromexico and Mexicana respectively, are among those interested in participating in the
reprivatization of the two Mexican airlines. US competitors Continental Airlines and American
Airlines have also expanded their presence in the Mexican market by increasing their own flights to
destinations in Mexico. The two carriers are also considered potential investors in Cintra.

US-Mexico aviation market growing rapidly
The interest of US airlines in the Mexican aviation industry comes at time of explosive growth in air
travel between the two countries. The number of passengers traveling between the US and Mexico
totaled 12.3 million in 1999, an increase of almost 4 million from 1995. Some experts predict that the
US and Mexico could soon have the largest bilateral aviation market in the world, surpassing the
13.1 million who traveled between the US and Canada in 1999.
Aeromexico and Mexicana which serve almost 100 destinations in Mexico, the US, Europe, and
South America carried 14.2 million domestic and overseas travelers in the first nine months of
2000 and were on pace to match or surpass the level of 16.9 million travelers in 1999. Both airlines
serve the largest airports in Mexico, which are Mexico City, Monterrey, Guadalajara, and Cancun.
Aeromexico has traditionally served business-oriented customers, while Mexicana has placed more
emphasis on the tourist trade.
The CFC is expected to continue to push hard for the sale of Mexicana and Aeromexico as separate
units. "A consequence of the restrictions imposed by Congress would be a decline in interest by
private investors to develop Cintra in exchange for assuming some of the business risks," the CFC
said in an internal memo. The CFC said strategic investors would play a fundamental role in the
growth of Mexican aviation because they would be able to provide technical expertise and invest
the capital required to improve the operations of Aeromexico and Mexicana. (Sources: Novedades,
02/10/01; BridgeNews, 03/05/01; The News, 03/06/01; Proceso, 04/22/01; Reforma, 04/19/01, 04/27/01;
Excelsior, 04/27/01; Reuters, 04/05/01, 04/19/01, 04/28/01; The Dallas Morning News, 02/09/01,
04/29/01; El Universal, 03/27/01, 04/20/01, 04/24/01, 04/26/01, 04/27/01, 04/29/01; El Economista,
02/12/01, 04/25/01, 04/27/01, 04/30/01; El Financiero, 02/14/01, 03/27/01, 04/27/01, 04/30/01; La
Jornada, 02/15/01, 04/25/01, 04/26/01, 05/02/01
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